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w in Boviet Ruble Baank Notes n Weete z M- Iy Mariata

Sumeary

Thexre is litile evidence o aggret A, am’ = *rallg o f Swiat
rudble bank notes on western mvaey marirts., The S viat rubl ..‘ & NonN~
convertible peper currency effectivaly i-al-lad frae ficeigg iafli-
‘ences by Soviet goverrment fiat; bas alzce 1976 remiced unquoted --

and gonsrally umwaated -- on western exchasges, Soviet bank nctas,

appoaring in Vienna and Sviss mongy markets {1laprlled, 1o part, hy
expanding East-West tourist and dslagation axchangss) reprusect ..
& trickle, possibly less than 100,000 rudles s mouth, and find fav
buyers even at $US 0.025 -- a discount of 75 parcant from the of ficial
' wm rate: 'l'h Aiplommtic ~ommuoity, for whom th= liscwinted
~ rubles available in free wvorld marksts offar e salatio: * S1gh cont
- of Mving in the Soviet cq:ital, and to & lesser oxtem w@[mf:‘i“n-h and

 ouriosity seskars, agpear to coupose the on]a dfscernible market for the
1;41-91.“4 aovut. rubles.

ST s kb ) MK PETRRET

1. Shtnl of tb Soviat Rubls.

The ruble bank note bas; at least alne 1525, remmined s
m domestic currency divorced from the flu~tuatlioos of prices
and surrencies in foreign markets. The raril depreciation of the
ruble on foreign monetary exchanges prior to 1926 led to a series
of governmental Aecrees prohibiting the export (dgc&eo:t9:\ﬂ.ylg?6)
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nd the iaport (decree of 21 March 1928) »f ruble benk octes, thus
mking the ruble a completely internal ~urren-y.

The arbitrary exchangs value set Zor the ruble by governmest.
fiat bas n‘iﬁn practical significance except rn::. Porzignere vieiting
.ﬂh Soviet Union who wish to convart their own c.rrancies Lol Soriat
rubles. From June 1937 to March 1950 tha Tublw wai ffixiell; R
in terms of foreign currencies by dsclaring 5.3 rubles squal to owe

dollar and then establishing the ruble val.ss of Htler varrercles in
terms of their parities with tbe U.S. dollac. 3y & fecrss of 2P
February 1950, the Soviet ruble was shifted tc u gcll basa on the
Jrexise that a o@rieo of Soviet price reductions bal raised the sctual
valus of the x'uble abové that indicate! vy prevalling exchange rates,
and becauss allegedly the American dollar bnud proved o be ar unstadble
ourrency. The gold content of the ruble wvae declared equal to .222168
' grems of pure gold; and the official exchauge rate betwesn the dollar
. enitbe ruble was changed from the prevailing 5.3 rubles to the dollar
o %o & rubles to the dollar. The preferential Atplomatic exchange rate,
 ‘wihdoh had hitherto been used as ocapemsation for the fictitious value
of the ruble in terms of foreign exchangs and had been arbitrarily fixed
f 'nnmirat&aounmuxgw, then st 8 rubles, and in March
1950 at 6 rvhles, vas declared discontimued as of 1 July 1950. Om
.1 April 1957 the Soviet govermment imoduced special ruble premiums
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of 150 percent in non-commsrcial axchanges vith mcst free world

. ourrencies. As s result of the new rates; Amerisan toucists {n the
UBMR, for exasmple, now receive 10 rublas for ea~h dollar exchangsd,
cospared to 4 yprevicusly. The ruble rewaias, however, a purely
domestic currency, the export and import of whick are prohttited by
lew.®

~

2. Zhe Ruble and Yoreign Money Markets, Bovenber-Deceuber 1955.
Ithlwtﬁthoutmnmla, then, that western obsarvers
reported at the end of 1955 the sudden appearance of thousands of ruble
benk notes on free world monsy markets -- tha Cirat tise since the
cwrrensy reform of 1947%* that any appreciasble guactity of Scviet
mocay had been cpenly svailable cuteide the USSR. An estimsted 250,000
™bles worth of bank notes in 1, 5, 25; 50 and 100 dencminations
reportedly reached westart mations during the period November-Decesber
1955. Approximately 100,000 of ttese reached the United Btatae where
thay vere disposed of by reputable currency dealers at s third to ope-
balf their official values.
of the Sino-Soviet Bloc is comducted in terms of
~ - ‘e foreign trade ruble, vhich is purely an accounting unit used in
%ilateral acoocunts, and vhich has & higher purchasing power than
the imtermal ruble. '
d hnmtoinmuomqmlms,mmmdbymn
~a .Gltizens was ordered axchangsd for the new, differently designed
1947 rubles at the rate of 10 old rubles for one nev ruble. As

o oconsequemte of the monetary reform, rubles held cutside the
,mmmmmmu.
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The sudden sppearance -- and oqually s#iac cessation -~ of
these sales, have left the whola imntident shrowdad 1o yystecy. The
source of the ruble notes 1s atill unknown. I* oy "e Dracumed Shat
some commnist official(s) trensfarred frox (e USSR Lo Weatern Barope
(Viemna and Berlin sppeared to be the chief centers thro.gh which the
rubles Paseed to the West) and desircus of Purchesing wors CODSUBSE
luxuries than the ant Soviet exéhmp sontrols weald have
‘perxitted, ran the Mm& risk of mpugeling thex ~xt of tha
ooumtry to get vhat hard curremcies they would tring on free world
axriets. At the tremendous discounts at whick ibae rublsg wers
presumably scld, Western bLuyers at first wers not Aifficult to find.
Curiosity seekers, mmimmtiists and prospactivs toirishs Lo the UBSR
uoaware of Soviet exchangs restristions, could well hava 4barbsd the
relatively negligibls quantities involved.

There is perbaps a further explamstion for thw sporadic
«gpearence of Soviet rubles in the West. Despite Soviet Rrotestations -
to the ocoutrary, a smll but active black mar¥et flourishes in meny of
ﬁlﬂ’;dﬁudﬂnm. Chronic shorteges of oonsumer goods
uw Temors of ispending ruble dsvaluations have ooutributed

_+. 4 & damsetle 10ss of coufidence in the ruble which bas resulted in
Mﬁmhr«mw.umuu«amm.
Thms the 00et of 100,000 rubles in the Mbesow black market in Novesber
1995 (o8 he Fwte of 20 rubles per dollar) wes sgproximtely §5,000.

S W
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- In Western Boney markets, 100,000 rubles scld for $12,000 (at the rate
of one ruble equals 12 cents). The spreed of $7,000 par 100,000 rubles
oould have been wide enoﬁgh to have lured twe or 3 Plack warkst aidAls-
e Into the operations. ‘

3. Prospects for Puture Rudle Pradivg ir Westeru Marksts.
Bince 1947 (with exception of the perind %o em e r.Deramhex

'1955) the volume of transactions in ruble bank notes cutaide of the
USER has been negligible. There s howsvar little svidenss i uggs ¥
.any owrrent increase in the flov of Boviet rulles to free worll ooy
markets. First, there appears Little substance to the theory that the
m«. govermment has in the past, or {s now, naieg free world worsy
mrkets as a means of obtaining foreign currwicies witt rmiblas s0ld

" alandestinely by its representatives there. Even If 100,900 rublas
ware sold each month (for vhich receat history offers oaly tem.ous
evidence) they would net the USER cmly sbout $3,000 wurth of Western
mctﬂummto ~- & paltry mtonmvermmat valck
wm«mmaMM:abnnmdonusmhorgomm
reotat years vhen it needed foreign exchange. There i, in fact, scme
inlicstion that the Boviet goverzment bas been seriously somserped
Mthumtoit-m-up isplicit 1n the mdropormmo
ket value of the ruble in recent years. Shortly after the appearance
‘of nt.u-_fu vostern money marhnts Moseov. 1abelled & "crude invenmtion”

™ ;mmm mmwinbcirm.ationby |
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" Soviet institutions sbroad and varned prospectiva Lauriste agalost

- purehasing the discounted rubles. The Soviet goveruwect “a:ted that
ths export and import of Soviet currency is regardsd o: sagullsg”,;
and that "any Soviet currensy fowd during sttenpte tc triug it
across the state froatisrs of the USSR is b ject bt coufiscanion”,
*hose guilty of tranagreasing the rules lald dowr by lav”, the an-
nouncement contimued ominously, "are pucisheble wxdar tha arimipal
lav.” There also sppears to be a renewal of the prestice of
searching the baggsge of at least acme foreigoers lsaving the Sovist
Union in an spparent effort to find rudbles foreigrers may have baught
cheelly in the Soviet Unioa for foreign cwrrency.

Seoond, vhils black market transactiocs in the USER rormally
éo not exoeed & fov million dollars & y=ar, trading was reported to
have soared to unprecedented heights after ths Satellite uprieings
and the Soviet government's repudiation of its internal dedt. In
mid-ihreh 1957 the ruble reached its lowest level ainco.1950 and the

~ domsstie M-mt listed the dollar at more thun 33.00 ribles, a
disoowst of more than 80 percent from the basic official rate. Soviet
mmmnm same time in Sviss or American marksts found
no buyers at US §0.025, a parity of 40.00 rubles to-the dollar. Thus,
with 11ttle vestern demand and the price spreed between black market |
" and free market Drices negligible, there appears littls motivation for
ummmmumm&-m«mm«
Ualen.
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Finally, vhatever ths motives debdod tns partial develuation
of the ruble in April 1957 which creatad & “tourist™ eate of 1C rubles

per dollar, the results of the Soviet move are clear. Tat powalus
retes are more favorable then the official rates luv eff~ct Datweso 1937
and 1950 vhen the dollar exchmnged for S.3 rublas; and tha wpscise

d1;° ~mtie rate of & rudbles per dollar vhich was aboliahed in 195C.

The nev rate has thus cased the economic Iawssure on the fareign
diplomatic eommnity and has wade the USSR more accessidbls to forsiga
Wl. As & consequance of the move, the motivation for blask mmrkat
dealings in rudles by tourists and diplomsts to cheapea expenditures in
the UBER Moo, to some extent, focnﬂthtad.
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